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Introduction

Q. Please state your name and business address.

A. My name  is  Je ff Schlege l. My bus iness  address  is  1167 W. Sama layuca  Drive ,
Tucson, Arizona  85704-3224.

Q. For whom and in wha t capacity a re  you te s tifying?

A. I a m te s tifying on be ha lf of the  S outhwe s t Ene rgy Efficie ncy P roje ct (S WEEP ). I a m
the  Arizona  Representa tive  for SWEEP.

Q. P lease  describe  the  Southwest Energy Efficiency Project.

A. SWEEP is  a  public inte res t organiza tion dedica ted to advancing energy e fficiency as
a  means  of promoting both economic prosperity and environmenta l protection in the
s ix s ta te s  of Arizona , Colorado, New Mexico, Nevada , Utah, and Wyoming. SWEEP
works  on s ta te  energy legis la tion, ana lys is  of energy e fficiency opportunitie s  and
potentia l, expansion of s ta te  and utility energy e fficiency programs as  we ll a s  the
design of these  programs, building energy codes and appliance  standards, and
volunta ry pa rtne rships  with the  priva te  sector to advance  ene rgy e fficiency. SWEEP
is  collabora ting with utilitie s , s ta te  agencies , environmenta l groups , unive rs itie s , and
ene rgy specia lis ts  in the  region. SWEEP is  funded primarily by founda tions , the  U.S .
Department of Energy, and the  U.S . Environmenta l Protection Agency.
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Q. Wha t a re  your profe ss iona l qua lifica tions?

A. I am an independent consultant specia lizing in policy ana lys is , eva lua tion and
research, planning, and program design for energy efficiency and clean energy
resources . I consult for public groups and government agencies , and I have  been
working in the  fie ld for ove r 20 ye a rs . In a ddition to my re spons ibilitie s  with
SWEEP, I am working or have  worked extensive ly in many of the  s ta tes  tha t have
e ffective  ene rgy e fficiency programs , including Ca lifornia , Connecticut
Massachuse tts , New Je rsey, Vermont, and Wisconsin. In 1997, I rece ived the
Outs tanding Achievement Award from the  Inte rna tiona l Ene rgy Program Eva lua tion
Conference . Shave  represented SWEEP before  the  Commission since  2002
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Summary of Testimony and Recommendations

Q. P lease  summarize  your te s timony.

A. I will te s tify tha t:

The  Commiss ion should increase  energy e fficiency in the  Tucson Electric Power
Company (TEP) se rvice  te rritory as  soon as  poss ible  to achieve  s ignificant and
cost-e ffective  benefits  for TEP customers , the  e lectric system, the  economy, and
the  environment.

Demand-side  management (DSM) and energy e fficiency programs proposed by
TEP are  be ing reviewed by Staff and the  Commission in a  separa te , para lle l
docke t.

It is  not in the  public inte res t to de lay the  implementa tion of expanded and new
cost-e ffective  ene rgy e fficiency programs for TEP cus tomers  until a fte r the
conclusion of this  ra te  case , which could be  as  la te  as  2009.
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Specifica lly, the  Commiss ion should provide  cos t-recove ry for Commiss ion-
approved DSM programs, including for the  new and expanded programs tha t a re
in the  process  of Commiss ion review, to benefit TEP cus tomers  in a  time ly
manner, and by no la ter than June  4, 2008, by e ither:

(1) Reviewing the  DSM Adjus tor Mechanism proposed by TEP  ea rly in the
hea ring process  and approving the  DSM Adjus tor Mechanism (with any
Commission-adopted revis ions) in an ea rly order in this  ra te  case , or

(2) Implementing an accounting or othe r mechanism to provide  inte rim cos t
recove ry for Commiss ion-approved DSM programs and expenditures , until
such time  tha t the  DSM Adjustor or other mechanism is  adopted by the
Commiss ion
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Th e  P u b lic  In te re s t :  Be n e fits  o f In c re a s in g  En e rg y Effic ie n c y

Q. Wha t is  the  public inte re s t in increas ing ene rgy e fficiency in the  TEP se rvice
te rritory?
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A. Incre a s ing e ne rgy e ffic ie ncy will provide  s ignifica nt a nd cos t-e ffe c tive  be ne fits  for
TEP  cus tome rs  (re s ide ntia l consume rs  a nd bus ine sse s ), the  e le ctric sys te m, the
e conomy, a nd the  e nvironme nt. Incre a s ing e ne rgy e ffic ie ncy will s a ve  cons ume rs
a nd bus ine s s e s  mone y through lowe r e le ctric  bills , re s ulting in lowe r tota l cos ts  for
cus tom e rs . Incre a s ing e ne rgy e ffic ie ncy will a ls o re duce  loa d growth, dive rs ify
e ne rgy re s ource s , e nha nce  the  re lia bility of the  e le ctricity grid, re duce  the  a mount of
wa te r us e d for powe r ge ne ra tion, re duce  a ir pollution a nd ca rbon e mis s ions , a nd
cre a te  jobs  a nd im prove  the  e conom y. In a ddition, m e e ting a  portion of loa d growth
through incre a se d e ne rgy e fficie ncy ca n he lp to re lie ve  sys te m cons tra ints  in the
Tucson-a re a  loa d pocke t.

By re ducing e le ctric ity de ma nd, e ne rgy e ffic ie ncy mitiga te s  e le ctric ity a nd fue l price
incre a s e s  a nd re duce s  cus tome r vulne ra bility a nd e xpos ure  to price  vola tility. Ene rgy
e fficie ncy doe s  not re ly on a ny fue l a nd is  not s ubje ct to s horta ge s  of s upply or
incre a se d price s  for fue ls

Ene rgy e fficie ncy is  a  re lia ble  e ne rgy re source  tha t cos ts  le s s  tha n othe r re source s  for
me e ting the  e ne rgy ne e ds  of cus tome rs  in the  TEP  s e rvice  te rritory. The  tota l cos t
(s um of progra m a nd cus tome r cos ts ) for e ne rgy e fficie ncy s a vings  is  two to thre e
ce nts  pe r life tim e  kph s a ve d, de live re d to the  cus tom e r. This  is  s ignifica ntly le s s
tha n the  cos t of conve ntiona l ge ne ra tion, tra ns mis s ion, a nd dis tribution

Commis s ion Review of the  STEP-Propos ed DSM Program Portfolio

31 Q. Are  S ta ff and the  Commiss ion reviewing STEP-proposed DSM programs, including
new and expanded programs, in a  separate , paralle l docket?

34 A. Yes, the  STEP-proposed DSM Portfolio is  be ing reviewed in a  separa te  docke t in
para lle l to this  ra te  case  proceeding

36

38 Q. Do you plan to comment on the  proposed DSM programs  in your te s timony in this
ra te  case  proceeding

4 1 A. N o
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When Might TEP Customers Experience the Benefits of
Increased DSM and Energy Efficiency Programs?

Q. Conside ring the  direct te s timony of TEP in this  case , when do you es tima te  TEP
might increase  its  e fforts  and implement additiona l cos t-e ffective  DSM and ene rgy
efficiency programs, and when do you es timate  TEP customers  might rece ive  the
benefits  of such programs (assuming Commiss ion approva l of the  additiona l TEP-
proposed programs)?

A. Based on the  TEP direct te s timony (Tom Hansen direct te s timony, p. 8), appa rently
TEP proposes  to wait until a fte r the  conclus ion of this  ra te  case  to implement the
STEP-proposed DSM Portfolio of new and expanded DSM programs. TEP is
reques ting tha t the  DSM Adjus tor and the  DSM Portfolio be  e ffective  s imultaneous ly,
which, absent ea rly action by the  Commiss ion, would apparently not take  place  until
a fte r the  fina l orde r in this  proceeding.

If the  DSM program cost-recovery issues  a re  not addressed until the  end of this  ra te
case  proceeding, and if the  new and expanded DSM programs are  not implemented
until sometime  a fte r the  comple tion of the  ra te  case , customers  might have  to wait
until 2009 before  they experience  the  benefits  of the  new and expanded DSM and
energy e fficiency programs.
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Q. Is  the  e s tima ted timing you describe  above  reasonable?  Is  it in the  public inte res t?

A. No, the  e s tima ted timing is  not reasonable  and it is  not in the  public inte re s t.
De laying the  implementa tion of cos t-e ffective  DSM programs to such a  degree
disadvantages customers and increases the  tota l costs  customers pay. In the  scenario I
describe  above, customers would not have access to new and expanded cost-effective
DSM and ene rgy e fficiency programs until 2009

The  timing and the  end results  of such a  de lay in the  implementa tion of cos t-e ffective
DSM and ene rgy e fficiency programs a re  clea rly counte r to the  public inte res t

36 Q. Would time ly Commiss ion a pprova l of DS M cos t-re cove ry provide  va lue  to
customers and be  in the  public interest?

39 A. Ye s . Time ly Commiss ion a pprova l of a  DSM cos t-re cove ry me cha nism, e ve n a n
inte rim mechanism, would speed the  implementa tion of cos t-e ffective  DSM and
energy e fficiency programs approved by the  Commiss ion, which by de finition means
tha t the  DSM programs and associa ted funding would provide  positive  ne t benefits
increased financia l va lue , and lower tota l costs  for TEP customers
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Two Options for Timely Commission Approval of DSM Cost-Recovery

Q. Wha t options  do you re comme nd for time ly Commiss ion a pprova l of DSM cos t-
recovery in this  proceeding?

A. S pe cifica lly, the  Com m is s ion s hould provide  cos t-re cove ry for Com m is s ion-a pprove d
DS M progra ms , including for the  ne w a nd e xpa nde d progra ms  tha t a re  in the  proce s s
of Commis s ion re vie w, to be ne fit TEP  cus tome rs  in a  time ly ma nne r, a nd by no la te r
tha n J une  4, 2008, by e ithe r:
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(1) Reviewing the  DSM Adj Astor Mechanism proposed by TEP ea rly in the  hea ring
process  and approving the  DSM Adjus tor Mechanism (with any Commiss ion-
adopted revis ions) in an early order in this  ra te  case , or

(2) Implementing an accounting or othe r mechanism to provide  inte rim cos t-recove ry
for Commiss ion-approved DSM programs and expenditures , until such time  tha t
the  DSM Adj Astor or other mechanism is  adopted by the  Commission

Other DSM Issues

22
23
24
25
26
27

Q. Is  a  DSM Adjus tor Mechanism an appropria te  mechanism for DSM cos t-recove ry

A. Yes , SWEEP supports  the  use  of a  DSM Adjus tor Mechanism for DSM cos t
recove ry, and a  DSM Adjus tor is  used by APS to recove r a  portion of Commiss ion
approved DSM expenses . SWEEP will comment on the  specific des ign of the  TEP
proposed DSM Adjus tor Mechanism in its  direct te s timony on ra te  des ign and cos t of
se rvice

31 Q. What a re  your positions  on the  two incentive  mechanisms proposed by TEP?

33
34

39

A. SWEEP supports  the  DSM Performance  Incentive  proposed by TEP (Tom Hansen
direct tes timony, pgs . 14-15) and has  supported a  s imila r performance  incentive
mechanism for APS. In this  pe rformance -based incentive  mechanism, TEP would
have  the  opportunity to ea rn up to 10% of the  measured ne t benefits  from the  e ligible
DSM programs, capped a t 10% of the  actua l program spending. This  is  a  pos itive
incentive  to encourage  the  achievement of ne t benefits , with a t least 90% of the  ne t
benefits  accruing to customers

SWEEP disagrees with the  TEP assertion that the  purpose  of the  performance
incentive  mechanism is  to mitiga te  the  e ffect of ne t los t revenues  on the  company
(Tom Hansen direct te s timony, p. 14). The  purpose  of the  pe rformance  incentive  is  to
encourage  the  achievement of ne t benefits  for customers, through the  sharing of a
sma ll portion of those  ne t bene fits  with the  utility program adminis tra tor
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SWEEP also supports  the  STEP-proposed enhanced financia l incentive  for certa in high
energy-e fficiency expenditures  (Tom Hansen direct te s timony, pgs . 11-13), for asse ts
ins ta lled a t TEP customer premises  tha t a re  financia lly supported by investments  TEP
would make  in addition to the  DSM program funding, and subject to the  conditions
TEP se t forth (Tom Hansen direct te s timony, p. 12). Howeve r, it is  not clea r to
SWEEP tha t TEP needs an additiona l financia l incentive  from ra tepayers  to increase
the  e fficiency and reduce  the  losses  of the  transmiss ion and dis tribution system it
owns and operates.

Q. Does  tha t conclude  your direct te s timony?
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